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E.O. 11652: GDS 

TAGS: MASS, MARR, GR, US 

SUBJECT: POTENTIAL GOG PURCHASE OF A-7E AND T-2 AIRCRAFT 

REF: (A) CHJUSMAGG 261 100Z MAY 74 (NOTAL); (B) ATHENS 3024 
(NOTAL); (C) ATHENS 2804; (D) ATHENS 3143 

1. DISCUSSIONS WITH HAFC IN RECENT DAYS (SEE REF A) RE- 
PORTEDLY REVEAL GOG READINESS TO CONTRACT FOR PURCHASE OF 
60 A-7E AND 40 T-2 AIRCRAFT, PERHAPS AS EARLY AS MAY 31 AND 
EVEN WITHOUT PRIOR AGREEMENT ON FINANCIAL TERMS. EMBASSY 
IS NOT CONVINCED THAT GOG WOULD AGREE TO PURCHASE ARRANGE- 
MENT WITHOUT NEGOTIATION WITH DOD NEGOTIATOR VIOLETTE. 
STUMBLING BLOCK TO CONCLUSION OF ARRANGMENTS AT MOMENT 
SAID TO BE GREEK DESIRE THAT RESEARCH AND DEVELOPMENT (R&D) 
COSTS BE WAIVED, THEREBY LOWERING UNIT COSTS OF A-7E A/C 
BY $125,900 AND T-2 A/C BY $1 1,3 15. SINCE R&D COSTS WERE 
WAIVED IN MARCH 1972 F-4 PURCHASE ARRANGEMENT. PRECEDENT 
EXISTS AND GOG WILL EXERT EVERY EFFORT TO HAVE R&D COSTS 
WAIVED IN CURRENT ARRANGEMENT. TOTAL SAVINGS TO GOG (AND 
LOSS TO USG, ASSUMING SALE COULD BE ARRANGED WITHOUT 
WAIVER) WOULD BE MORE THAN $8 MILLION. 
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2. DEPARTMENT WILL RECALL THAT WE HAVE WORKED ASSIDUOUSLY 
TO DISABUSE GREEK MILITARY OF NOTION THAT USG PROVISION OF 
MILITARY EQUIPMENT, BY WHATEVER MEANS, WAS MATTER FOR BAR 
GAINING IN QUID PRO QUO ARRANGEMENT FOR GREEK AGREEMENT TO 
OUR USE OF FACILITIES IN GREECE. THERE HAVE BEEN NO 
EXPLICIT GREEK ATTEMPTS IN RECENT MONTHS TO ASSERT LINKAGE 
OF TWO ISSUES, BUT CLOSE CONNECTION HAS BEEN IMPLIED ON 
SEVERAL OCCASIONS (SEE REF C FOR MOST RECENT). DEFERRAL 

OF VIOLETTE VISIT FOR NEGOTIATION OF A-7E ARRANGEMENT AND 
FONOFF INABILITY TO SET DATE FOR NEXT NEGOTIATING SESSION 
ON SOUDA AB (SEE REF D) MAY BE REGARDED BY GREEKS AS INTER- 
RELATED EVENTS IN SILENT QUID PRO QUO MINUET IN WHICH 
NEITHER SIDE IS PLAYING MUSIC.WE CONTINUE TO BELIEVE 
THAT USG INTERESTS ARE BEST SERVED BY KEEPING ISSUES 
SEPARATE, AND DANCE TUNELESS. 

3. FAILURE OF GREEKS THUS FAR TO ANNOUNCE CONCLUSION OF 
AIRCRAFT PURCHASE ARRANGEMENT WITH FRENCH, DESPITE COMPLE- 
TION OF FRENCH ELECTION CAMPAIGN, SUGGESTS POSSIBILITY 
THAT GOG EITHER ONCE AGAIN HAS BEEN ATTEMPTING TO PLAY OFF 
USG AND GOF (ALTHOUGH AIRCRAFT NOT COMPETITIVE) IN ORDER 

TO DRIVE DOWN COSTS IN ONE OR BOTH ARRANGEMENTS OR THAT 
NEGOTIATIONS WITH FRENCH WERE NOT SO FAR ADVANCED AS INDI- 
CATED BY THE MANY REPORTS RECEIVED AD SENT IN BY MISSION 
ELEMENTS. INFORMATION PROVIDED BY US MAGG IN FRANCE THAT 
MIRAGE F-l UNIT COST IS APPROXIMATELY $7 MILLION REINFORCES 
VIEW THAT ITS EXCESSIVE COST, COMPLEXITY OF INTRODUCING 
A/C FROM DIFFERENT SOURCE, AND - POSSIBLY - PLAYOFF FACTOR 
AS ORIGINAL MOTIVATION FOR NEGOTIATION WITH FRENCH ON 
MIRAGE F-l MIGHT SEE ARRANGEMENT REMAIN UNCONSUMMATED. 

4. NOTWITHSTANDING COMPLEXITIES INHERENT IN SITUATIONS, WE 
CONTINUE TO BELIEVE THAT IT IS MOST IMPORTANT TO FACILITATE 
EFFORTS OF NATO COUNTRIES TO IMPROVE THEIR OWN DEFENSE 
CAPABILITIES IN ORDER TO MEET NATO COMMITMENTS. HELPING 
GREECE AND TURKEY TO MAKE THEIR MONEY GO AS FAR AS POS- 
SIBLE WOULD BE MOST TANGIBLE WAY OF DOING SO. IN THIS 
CONNECTION, AND IN VIEW OF EXISTING PRECEDENT, WE RECOMMEND 
THAT DOD NEGOTIATOR BE AUTHORIZED TO WAIVE R&D CHARGES ON 
A-7E AND T-2 AIRCRAFT. 
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